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Comparative Highlights 


(Dollar amounts expressed in U.S. currency) 1969 1968 

$ millions $ millions 
Reopertys plantiand equipment at costam. aaa ae nee ee D275 eles) 
IG MS LeCILCe vty aca) hs, Seas ees eer ee, ee ee ere Bei <2 ea 66.9 710 
Shareholders’ equity SD SE Ad CE et ry ty See a eg ee 636.6 600.8 
ODerANMaITeEVENUESs <0) ek eee cama Stew a ey eee oe nee Por oe SOM /ool 270.4 
(CU AN Sco palengunts anim cceue. Ber Roms. ie es. oo ce ote eye Bc hee oe eS fell 70.2 
INGiSITICOMICs eae, 7. A. -y Bey Wage ee ee ae ee on Ss Be Sot Pe 60.1 SO 
‘Lotaleeasi Cividends.. 6. ee petedl ee ain eae ee Po tn er en 24.6 17.6 
Ordinary shares outstanding (average) as) ean ee ee Sen pt ee 21,150,016 21,080,065 
Book value per ordinary share—December 31f . . . . . . . . . . $30.06 $28.44 
INet income per Orditiaty stare] em irene ee enet gies Meee ere iste: $ 2.84 $ 2.81% 
Cash dividends declared per ordinary share 79). = = 95 5] a). Salg25 Sa-00 
Stock dividend per ordinary share Pe ee, eR Lee Nae ts ae eee Th ee 2074 = 
Kilowatt-hours.sold—millions .. . 3 3) eee ee a ee 16,880 15.329 


*Including in 1968 extraordinary credits of $3.6 millions or 17¢ per share. 
+A stock dividend of 20% was paid in June 1969. The 1968 figures have been restated in order to present a more meaningful comparison. 
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ABOUT THE NEW PRESIDENT 


J. H. Moore, 54, was born in London, Ontario. 
He attended Ridley College at St. Catharines 
and Royal Military College of Canada, then 
studied accountancy with Clarkson, Gordon 

& Co. in the late 1930’s in Toronto. 


He served overseas in the Canadian Army 
retiring in 1945 with the rank of Lieutenant 
Colonel. 


He re-joined Clarkson, Gordon and took his 
degree as a Chartered Accountant, becoming a 
Partner in 1950. He joined John Labatt Limited 
as Director of Finance and Treasurer in 1953. 
He became President in 1958 and Chairman 

of the Board in 1967. In September 1969, 

Mr. Moore became President of Brascan 
Limited. He remains Chairman of Labatt’s. 


He is a Director of Allied Breweries Ltd (U.K.), 
BP Canada (1969) Ltd., Bell Canada, 

Cadillac Development Corp. Ltd., Canadian 
Imperial Bank of Commerce, Simpson’s Ltd. 
and Simpsons-Sears Ltd. He is also a member 
of the Ontario Economic Council. 


J. H. Moore, 
President Vice-President 


ANTONIO GALLOTTI, 


DIRECTORS’ REPORT 


Earnings & Dividends 


In presenting this 57th annual review to shareholders, I am gratified as your 
new President to report on behalf of your Directors that $60 million* was 
earned by Brascan in another successful year of operations. 


Net income for 1969 was $2.84 per share. This compares with $2.81 per share 
earned in 1968 which included extraordinary credits totalling 17 cents per 
share. These figures have been adjusted for the effect of a stock dividend paid 
in June, 1969. Much of the improvement came from investment income. 
Electricity sales volume rose strongly, but was offset by higher costs which 
are expected to be recovered in 1970. 


Regular cash dividends totalling $1.00 per ordinary share were paid in 1969, 
plus an extra dividend of 25 cents. In addition to cash dividends, shareholders 
in 1969 received a stock dividend of one share for each five held. Detailed 
figures on earnings and operating income appear later in the report. 


Diversification in Canada 


Brascan, the Company’s new name, is intended to reflect the corporate link 
between Brazil and Canada, through which the operating subsidiaries of the 
former Brazilian Traction have provided public utility services to the people 
of Brazil for 70 years, and made a vital contribution to the growth of the 
Brazilian economy. The name Brascan not only recognizes our continuing 
relationship with Brazil—it signifies a gradual expansion of Company invest- 
ments in Canada. 


*Monetary figures throughout this report are U.S. dollars, except where indicated otherwise. 
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Corporate reorganization is under way to realize this objective. Shareholders 
have already noticed some impact from this interesting new program. Brascan’s 
investment in John Labatt Limited—which is itself diversified in the food and 
beverage field—has been increased to 32.5 per cent of Labatt’s outstanding 
common shares. Labatt’s latest nine-month earnings were up 32 per cent to 
Can. $1.12 per common share. 


Your Directors are exploring other investment opportunities in Canada, and 
developing a varied flexible program, ready for the time when Canadian 
federal tax changes can be settled. 


During 1969 the Canadian Government issued a policy statement proposing 
a general revision of Canadian tax laws. Included in this statement was a 
proposal to alter the tax status of “foreign business corporations”’ such as 
Brascan. Pending final legislation, it is not possible to determine what annual 
level of Canadian tax will be payable by your Company in future years. We 
are making representations to the Federal Government concerning its 
proposals. It is to be hoped that the fiscal and other policies of the Govern- 
ment, in balance with tax reform, will provide the atmosphere and the incen- 
tives to offset tax costs and other high costs inherent in Canada, and that 
they will encourage capital formation by Canadians. In this competitive 
world, Canada should be a place where capital is permitted to make the 
greatest possible contribution to true economic growth. 


Operations in Brazil 


The Company’s successful operations in 1969 were a measure of the sub- 
stantial gains made by the Brazilian economy. The gross national product 
rose by an impressive nine per cent in real terms, while the rate of inflation 
was held at the previous year’s level. Foreign trade improved dramatically, 
with exports up 20 per cent to yield a $54 million trade surplus. 


The President of Brazil, in his recent message to Congress, emphasized the 
great progress achieved in the field of electric energy. He also reaffirmed the 
need for maintaining the realistic rate policy instituted by the Revolutionary 
Government in 1965 in order to maintain the economic stability of electricity 
undertakings. 


Much industrial development is taking place in the area served by our chief 
operating subsidiary in Brazil, Light—Servicos de Eletricidade S.A. The map 
on the inside back cover shows how our service area embraces Sao Paulo and 
Rio de Janeiro, Brazil’s two largest cities and its industrial heartland. Light 
S.A. continued a major program of expansion of its transmission and distribu- 
tion systems to serve a demand for electricity which has been growing at a 
rate of 10 per cent annually. Capital expenditures on this program rose to $75 
million from $68 million in 1968. It is expected that $74.5 million will be 
expended in the current year. 


Sales of electricity rose 10 per cent to 16,880 million kilowatt-hours. The 
hydro-electric and thermal plants of Light S.A. generated 53 per cent of the 
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ELECTRIC ENERGY SOLD 


1959-1969 


BILLIONS OF KILOWATT-HOURS 
1 BILLION=1,000 MILLION 


59 60 61 62 63 64 65 66 67 68 69 


} 
‘a 


is 


4 


ra oe 
PK, 
a 


SS 


xls 
\ Ay 


a, 


= 
a 
| 


<> 


“y 


“i 
aes 


total energy, and the balance was purchased from government-owned plants. 


The abnormally low rainfall of 1968 continued into 1969, reducing reservoirs to 
an extremely low level and increasing the over-all cost of power. Fortunately, 
wet season rainfall later in the year restored the reservoirs. Light S.A. was 
able to provide uninterrupted service to its customers throughout 1969 with 
the help of energy from Furnas and CESP, government-owned electric systems. 
This co-operation was made possible by the pooling of resources in the now 
inter-connected systems of the south-central region. 


During the year, the ownership of Brascan’s one remaining gas subsidiary, 
serving the city of Rio de Janeiro, was transferred to the State of Guanabara. 
The utility had been operated at a loss for several years and, owing to provi- 
sions of the State’s constitution, it was not possible to establish a basis that 
would permit efficient service and profitable operation. After full discussion 
with the responsible authorities, the services were formally transferred to the 
State on June 1. The amount of the payment to be received by the Company 
is at present under negotiation with the State authorities. 


Investment in Brazil 


Following the sale of its telephone utility to the Brazilian Government in 1966, 
Brascan undertook to reinvest in Brazil $65 million of the $96 million sale 
price over a 21-year period. By the end of 1969 a cumulative total of $7.2 
million of these funds was reinvested or committed. During 1969 no major 
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additions were made to your Company’s portfolio of investments in Brazil. 
However, Brascan increased its existing investment in Fabricas Peixe S.A., a 
food-processing and canning company, and entered into a technical service 
agreement with the H. J. Heinz Company covering its operation. 


Our diversification program in Brazil will be expanded based on guidelines 
which provide for profitable growth of operations and which are consistent 
with the Government’s long-range plans for economic development. This pro- 
gram will increase employment, bring new technology to Brazil, and help to 
develop export opportunities. 


Management and Staff 


At the end of 1969 there were 24,653 employees of Brascan and its subsidiaries. 
Your Company continues to benefit from the loyal service of management 
and staff in Brazil, and we are most grateful for the high performance shown 
again during this past year by all employees of the Company. 


The Company suffered a sad loss through the sudden and untimely death in 
October of the Honourable Robert H. Winters, the Chairman of the Board. 
During his short association with Brascan, Mr. Winters made a valuable con- 
tribution to the Company’s progress and advanced significantly various steps 
of our corporate reorganization. 


In April 1969, Mr. J. H. Moore was appointed a Director, and in September 
he was elected President and Chief Executive Officer of the Company. Mr. 
Moore, who had previously been Chairman and President of John Labatt 
Limited, remains Chairman of the Board of that company. 


Dr. R. L. Hearn resigned as a Director in April. Over many years Dr. Hearn 
put his wide engineering experience at the disposal of the Board and his wise 
counsel will be greatly missed. Mr. Louis A. Lapointe, Chairman and 
President of Miron Company Ltd. of Montreal, was elected a Director at the 
annual meeting in June. In December, Mr. Neil J. McKinnon resigned from 
the position of Vice-President of the Company. The Board expresses its 
appreciation to Mr. McKinnon for having undertaken the additional respon- 
sibilities of that office and is gratified that he continues as a Director. In April 
of this year, Mr. John M. Seabrook, the Chairman and President of Inter- 
national Utilities Corporation, resigned as a Director of the Company. In 
accordance with the provisions on age limitation of Directors, Mr. Walker 
Cisler and Mr. Leo Model will not stand for re-election at the annual meeting 
next June. To all these Directors, the warm thanks of their colleagues on the 
Board are extended. 


On behalf of the Board of Directors, 


J. H. Moore, 
President 
April 7, 1970 


6 


BRAZIL— 


COST OF LIVING 1959-1969 


ANNUAL PERCENTAGE INCREASE 
RIO DE JANEIRO/SAO PAULO AVERAGES 


100 


80 


60 


40 


O 
59 60 61 62 63 64 65 66 67 68 69 


(Based on figures from Conjuntura Econdmica) 


Sao Paulo regional headquarters of Light S.A. 


REVIEW OF BRAZIL’S ECONOMY 


The performance of the Brazilian economy in 1969 was exceptionally good as 
measured by production and foreign trade figures. On a revised basis, the 
estimated growth in gross national product was nine per cent in real terms, 
compared with eight per cent in 1968 and an average four per cent in the 
previous four years. This remarkable advance appears to reflect the effective- 
ness of the Government’s policy of promoting development without per- 
mitting the rate of inflation to increase. 


While industrial production grew by 11 per cent during the year compared 
with 13 per cent in 1968, agricultural production increased by six per cent, a 
considerable improvement over the rate of less then two per cent in the 
previous year. 


The automotive industry continued its steady advance. The output rose 25 
per cent to a record 350,000 units. Steel ingot production amounted to 5 
million tons, up 10 per cent from the preceding year. Brazil’s production of 
cement totalled 8 million tons, an increase of seven per cent. Production of 
crude oil amounted to 64 million barrels, an increase of seven per cent. 


Efforts to control the rise of internal price levels held the rate of inflation to 
approximately the 1968 level. As measured by the cost of living, the increase 
was 24 per cent. Wholesale prices increased by 22 per cent compared with 
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25 per cent in 1968. Currency in circulation increased by 31 per cent and 
bank loans to the private sector expanded by 42 per cent. 


According to preliminary data, federal revenue rose by 36 per cent and 
expenditure by 28 per cent, while direct income tax collections increased by 
66 per cent. The treasury deficit, which in 1963 amounted to five per cent of 
the gross domestic product, was reduced in 1969 to 0.6 per cent of the gross 
domestic product, and was financed entirely from non-inflationary resources 
obtained from the sale of readjustable national treasury bonds. 


Brazil’s minimum wage was raised by 20 per cent in May, 1969, to compensate 
for the increased cost of living. This compares with a similar raise of 23 per 
cent in 1968. The Company’s employees in Brazil were granted a wage 
increase of 26 per cent, effective January 1, 1970, compared with 25 per cent 
for 1969. 


Foreign Trade 


The Government’s policy of flexible rates of exchange, together with other 
fiscal and credit incentives, resulted in a marked improvement in Brazil’s 
foreign trade. Exports in 1969 reached an all-time record with a value exceed- 
ing $2,260 million, 20 per cent greater than 1968 exports. Imports, which 
grew by four per cent, were valued at $2,206 million, giving a trade surplus of 
approximately $54 million, compared with a deficit of $252 million during 
1968. Results for five years are shown on the adjoining chart. 


Of particular interest is the fact that the sharp rise in exports was not due to 
increased shipments of coffee—Brazil’s greatest export—but to increases in 
cotton (49%), iron ore (45%) and manufactured goods (41%), among the 
more significant items. 


The table below shows Brazil’s principal export commodities: more than 80 
per cent of the 1969 exports were raw materials. However, greater diversifica- 
tion is being achieved as shown by the steady growth in the value of manufac- 
tured exports and the gradual reduction in the ratio of coffee exports to total 
exports. In 1969 coffee accounted for 31 per cent of exports by value com- 
pared with 45 per cent five years earlier. The current coffee crop has been 
seriously affected by frost and Brazil’s stocks of surplus coffee have been 
reduced in size over the last few years. 


Principal Exports VALUE EXPRESSED IN MILLIONS OF DOLLARS 


1969 1968 1967 1966 1965 


Golicei Bean sae rant eer ene OU) 774 705 764 707 


Solublemye ae a eee 33 23 
Manufactured Goods . . . 283 201 LS? 104 110 
COttOng etwas a ok ee eet eee OS 131 91 Aig lil 96 
TroncO re ats een ene ane meen 19 107 100 ~—-:100 103 
Sligarye. 3 ae ee, Se ewe 102 79 80 57 
COCOd BEATS as nate 106 46 59 51 28 
Pine woOOd eeu. wues 2 an mr ae 12 65 48 56 o2 
TOTAISALEA EXPORTS¢) eee 200 1,890 1,654 1,741 1,595 


(Based on figures supplied by Brazilian Ministry of Finance) 
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BRAZIL— 
FOREIGN TRADE 1965-1969 
VALUE EXPRESSED IN MILLIONS OF DOLLARS 
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(Based on figures supplied by Brazilian Ministry of Finance) 

BRAZIL— 

COFFEE EXPORTS 1959-1969 
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Tank-cars made by Fabrica Nacional de Vagoes in Sado Paulo, one of our investment 


interests 


FINANCIAL REVIEW 1969 


The consolidated balance sheet of the Company and its subsidiaries as at 
December 31, 1969 and the related statements of consolidated income, 
retained earnings and source and application of funds for the year ended on 
that date, with comparative figures for the previous year, will be found on 
pages 19 to 26 of this Report, accompanied by the Auditors’ Report to the 
shareholders. The financial statements are expressed in United States currency 
and all references to dollars in this Report are to United States dollars, except 
where otherwise indicated. References to cruzeiros are to new cruzeiros 
(NCr$). At the present time one United States dollar is worth NCr$4.49. 


Although the financial statements are presented for 1969 in the same form as 
in the past, they now reflect the consolidation of the operations of separate 
utility and investment divisions. As of January 1, 1969 the Company trans- 
ferred its interest in the Brazilian utility subsidiaries as well as the Brazilian 
Government obligations covering the unpaid portion of the sale price of 
the telephone utility, to a new wholly-owned Canadian subsidiary named 
Brazilian Light Limited, through which utility income and interest on the 
telephone obligations now flow to the parent. For the time being the Com- 
pany’s non-utility investments are held directly by the parent company itself 
and by its two wholly-owned investment subsidiaries in Brazil. 


Translation of cruzeiro values to dollars 


The external value of the cruzeiro fell during 1969 by about 14%, from 
NCr$3.83 to NCr$4.35 to the dollar. Measured by the change in the ex- 
change rate at which cruzeiro revenues and expenses were translated into 
dollars in preparing the financial statements, the value of the cruzeiro was 
approximately 19% lower in 1969 than in 1968. The same rate dropped by 
29% in 1968 over 1967. 


Note 1 to the financial statements, on page 24, describes the procedures 
followed in translating into dollars revenues and expenses and assets and 
liabilities originating in cruzeiros (and other currencies, where applicable). 
No material change has been made in these procedures since 1953, when the 
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free exchange market was established in Brazil. The variations over the 
past nine years in the three principal exchange rates referred to in Note 1 


have been as follows: 
Cruzeiros per dollar 


Rate used in 


Composite Average translating 

earnings free market year-end working 

_ fate i eile 
1961... . =. ~ NCr$0/188)) NCrs0277 NCr$0.319 
1962349 Sees eee 0.367 0.390 0.475 
1963-3 4) eee 0.578 0.578 1.200 
1964220 5 Reo oe 1.264 1.293 1.850 
L965 oe eee ee 1.902 1.904 2.220 
1966-3540 a ee ee DIPA Me 2.218 BANS 
196/22 eee ee 2.673 2.686 3.220 
1968 Beare mine 3.444 3.470 3.830 
19695) eee 4.096 4.114 4.350 


Since the adoption by Brazil of the system of moving exchange rates in 
August 1968, variations in the Bank of Brazil’s selling rate for the dollar 
have been limited to minor increases made at regular intervals as shown in the 
following table. 


August 27,1968 . NCr$3.65 July 7,1969 . NCr$4.10 
September 24,1968 . 3.70 August 27,1969 . 4.15 
November 19,1968. ONT October 3,1969 . 4.21 
December 9,1968 . 3.83 November 14, 1969 . 4.29 
February 4,1969 . 3.93 December 18,1969 . 4.35 
March I OT) 4.00 February 4,1970 . 4.41 
May 13,1969 . 4.05 March 30,1970 . 4.49 
Remittances 


Remittances from the subsidiaries in Brazil to the parent companies result 
from inter-company transactions which are eliminated from the consolidated 
financial statements. These however and all other remittances from Brazil 
were made in full on their due dates in 1969. 


Remittances to the parent companies included interest and sinking fund 
payments on the debenture debt of the electric subsidiary (Light—Servi¢gos 
de Eletricidade S.A.) as well as dividends paid by that subsidiary. Light’s 
debenture debt is fully registered as foreign investment by the Central Bank of 
Brazil and was serviced normally in 1969. The Company’s equity investment 
in Light is only partially registered and dividends remitted in dollars related 
only to the registered portion of the shares in question. This situation re- 
mained unaltered during 1969. Registration of the larger part of the unreg- 
istered portion is still under discussion with the Central Bank. 


The Company received no remittances in 1969 from the non-utility invest- 
ment subsidiaries in Brazil but most of the capital initially invested in these 
subsidiaries was duly registered as foreign investment by the Central Bank 
in the latter part of the year. Some subsequent increases in that capital have 
also been registered while applications for registration of other increases are 
presently under review by the Central Bank. One such increase registered in 
1969 arose through the transfer to one of the investment subsidiaries of the 
capital represented by the registered debenture debt of the subsidiary which 
formerly carried on the gas service in SAo Paulo. 


The Company continues to receive promptly on their maturity dates all pay- 
ments due under the 1966 agreement covering the sale of the telephone utility 
to the Government of Brazil. 
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A Light S.A. serviceman with his truck in Rio de Janeiro 


Remittances made by Light to third parties in 1969 included some $12.6 
million to service outstanding indebtedness to the World Bank and USAID. 
The USAID debt is solely an obligation of Light, but the debt to the World 
Bank is an obligation of the parent company which has been serviced by Light 
since mid-1965 under the terms of the Obligors Agreement of that year. As 
of the date of this Report the original World Bank loans totalling $120,390,000 
had been reduced to $37,228,000 (including $6,630,000 maturing over the 
balance of 1970). 


Signe nuns tnt Cc —rall 
vtatement or COnsoO!l 


ited Income 


Net income for 1969 amounted to $60,060,201 ($2.84 per share) compared 
with $55,553,647 ($2.64 per share) excluding extraordinary credits of $3,631,844 
($0.17 per share) in 1968. Electric utility operations continue to account for 
the larger part of net income but as shown below, the share contributed by 
investment income increased in 1969 over 1968. 


Net Income 
1969 1968 
000’s $ per 000’s $ per 
of dollars share of dollars share 
Electric utility operations . . 44,348 DQ) 43,047 2.04 
Other utility operations . . . (1,034) (.05) (1,239) (.06) 
Non-utility operations 
Interest on telephone 
sale price ee) ones 407, oD, 45772 Ve} 
Investment income 
(including Brazilian Light 
Limited and Light). . . 12,728 -60 9,254 44 
Depreciation and taxes of 
investment subsidiaries, 
lesssundrycredits . . . (549) (.03) (281) (01) 
60,060 2.84 395003 2.64 
Extraordinaryitems. . . . 3,632 ELT 


Net income 925 ne 00,000 2.84 59,185 2.81 


The difference between the 1968 per share figures shown on the previous 
page and the corresponding amounts appearing in the 1968 Annual Report 
is attributable to the 20% stock dividend paid on June 27, 1969. 


It will be noted that the increase in net income of $4,506,554 (excluding extra- 
ordinary credits) which occurred in 1969 arose in the following sections of the 
Statement of Consolidated Income: 


Increase in Operating Income . - - . - - = . = $ 410,659 
Increase in Other Income 7 =) ee 3070-405 
Decrease in Income Deductions . . . . . . . . $1,025,487 

$4,506,554 


Operating Income 


Electric operating income in 1969 was $55,944,308, $846,805 more than in 
1968. (The difference between electric operating income and total 1969 
operating income of $54,393,271 represents operating losses of the gas 
service and the Corcovado railway plus sundry other charges which in total 
increased by $436,146 in 1969.) 


Electric rates were increased on July 1, 1969 to reflect the monetary correction 
recorded by Light in January 1969 and were also adjusted to permit recovery 
of certain cost increases as permitted by the regulations in force. These new 
rates, supplemented by the return of prior years’ excess billings, did not 
however provide sufficient operating revenues in 1969 to cover the “cost of 
service”’ as defined in the regulations, and there was a deficiency in earnings of 
NCr$17,523,540 equivalent, at the NCr$4.096 translation rate, to $4,277,853. 
The actual $846,805 improvement in electric operating income would there- 
fore have been increased to $5,124,658 if the rates had been set at the levels 
required to cover allowable operating expenses and taxes, depreciation, 
reversion and remuneration on the rate base. 


The $4,277,853 deficiency was attributable primarily to the abnormally low 
rainfall in the 1968-1969 rainy season which caused substantial reductions in 
river flows and water storages. These conditions in turn increased the 
quantity of power which had to be purchased from Government plants as well 
as the quantity of fuel oil consumed in the Piratininga steam plant to levels 
which exceeded the estimated quantities taken into account in the general 
rate revision of August 1, 1968. The resulting increase in operating expenses 
was only partially offset by the substantial increase which occurred in kilo- 
watt-hour sales. 


In its application for the next general rate revision which is expected to take 
effect on June 1, 1970, the Company will seek recovery of the 1969 earnings 
deficiency over the last seven months of the current year. Pending such general 
rate revision, increased operating expenses applicable to the current year are 
being recovered through surcharges on rates. 


Reference should be made to Note 3 to the financial statements and to the 
1964 to 1967 Annual Reports for a description of the “‘service at cost” system of 
rate determination. 


The rate base of Light is still provisional, pending completion of the work of 
the Government commission engaged in determining the cruzeiro value of the 
remunerable investment. Late in 1969 the commission completed its work in 
the Rio Region of Light up to December 31, 1964. Official publication of its 
conclusions is pending. Meantime the commission is progressing towards 
completion of its work in Sao Paulo as well as updating its findings in Rio. 
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Two of our investment interests: finishing acoustical panels in Eucatex fibre-board 
factory; and an internal view of Celfibras nylon factory 


Other income, as shown in the Income Statement, consists chiefly of invest- 
ment income and interest on the balance of the sale price of the telephone 
utility. The sources of investment income were as follows: 


1969 1968 
Portfolio and short-term investments 
outside Brazil 
—dividends and interest . . . . $ 7,042,965 $5,853,522 
Cruzeiro items— 
Interest and profit on short-term 
ILV.SSUTINCTILS etn nn 3,632,111 2,748,051 
Dividends aaeaee eee ne 332,673 330,535 
Profit on sale—portfolio transactions 1,278,146 205,293 
Miscellaneous eae eee 441,717 116,557 
$12,727,612 $9,253,958 


The income deductions appearing in the Income Statement include three 
interest items, the foreign exchange adjustment and the interest of the minority 
shareholders of Light in 1969 profits. 


Interest on long-term debt is the interest on the Company’s indebtedness to the 
World Bank and on Light’s indebtedness to USAID. The credit for interest 
charged to construction represents interest capitalized on the year-end balances 
of construction work in progress, the cruzeiro equivalent of which will even- 
tually be added to the rate base. This calculation is made at a rate of 10% per 


iss 


annum on company funds and the applicable contractual rate on borrowed 
funds. Reversion interest ($3,946,875 in 1969) is interest at 6% per annum on 
reversion monies recovered in rates since 1965 and expended on plant ex- 
pansion. Such interest is not recoverable in rates and must be paid out of the 
remuneration earned on the rate base. 


The foreign exchange adjustments item of $2,730,667 appearing in the Income 
Statement represents the excess of profits resulting from the application of 
the translation procedures adopted over losses from the same source. Witha 
depreciating cruzeiro such profits arise whenever long-term cruzeiro liabilities 
are liquidated. They can also arise when assets subject to monetary correction 
(such as short-term cruzeiro obligations) mature. Losses normally arise from 
the translation of year-end cruzeiro working capital to dollars at current 
exchange rates and from recording the utilization of cruzeiro assets (such as 
materials and supplies) at lower dollar equivalents than those at which they 
were initially recorded. 


The interest of the minority shareholders in Light profits increased from 
$7,428,283 in 1968 to $9,180,148 in 1969. This increase is attributable primarily 
to the public issue of Light shares made in January, 1969 which increased 
the overall minority interest from 13.42% to 16.47 %. 


Comparative Statement of Consolidated Income 


The following table summarizes the Statement of Consolidated Income over 
the past five years, since the “‘service at cost”? system of rate determination 
was established. 
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Consolidated Balance Sheet 


The Consolidated Balance Sheet shows that the book value of total share- 
holders’ equity increased during 1969 by $35,785,126 from $600,765,680 
($28.44 per share) to $636,550,806 ($30.06 per share). The increase represents: 


INetincome.for the year aa ann aa rn ene $ 60,060,201 
Cash dividends at $1.00 plus $0.25 extra per common 
share (including $0.75 on 3,524,498 shares issued as a 
stock dividend on June 27) and Can. $6.00 per pref- 

ELENnCe SNare aise G4 eos ee ee ee 24,654,012 

$ 35,406,189 

Stock: options exercised -a mw ee 318,937 


$35,785,126 


Shareholders’ equity is invested as follows: 


1969 1968 
Electric utility ee ae ee eee eet 43027070 $417,291,873 
Gas titiity ao ee eee eee ee 9,920,608 11,447,568 
Telephone’sale price, “= 2 a 76,050,941 78,845,608 
INOM=Utih Cy ae ee ee 3) 7) 93,180,631 


$636,550,806 $600, 765,680 


In the analysis summarized above assets and liabilities transferred to Brazilian 
Light Limited were classified as electric, gas or telephone. The remaining assets 
and liabilities of Brascan Limited were considered to be non-utility. As a 
result the 1968 electric and non-utility totals shown differ from those appear- 
ing in the 1968 Annual Report. 


The net non-utility assets shown above are included in the Consolidated 
Balance Sheet under the following headings: 
1969 1968 


Other investments (see analysis on page 


17) ee, $ 52,164,954 $ 46,902,144 
Short-term investments and deposit 
receipts 
Dollars\s Pan Paes) ess ohne 38,266,150 31,142,537 
GrUZ7CITOS mane ae ee 2,654,466 sci cale/ 
Government of Brazil obligations . . 23,490,530 13,620,378 


$116,576, 100 $ 93,226,776 


Current liabilities less current and other 
ASSETS mere meee er oe eee ne 3,023,913 46,145 


LISI 992,107 $ 93,180,631 


The following comments will supplement the information given in the 
Financial Statements with respect to certain of the principal assets and 
liabilities. 


Fixed Assets 


Fixed assets less accumulated depreciation increased in 1969 by $31,521,200 
from $621,883,146 to $653,404,346. The increase is accounted for by the 
following factors. 
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Expenditures on expansion and im- 
provement of the electric transmis- 


sion and distribution systems. . . $ 75,074,064 
Interest charged toconstruction . . 2,529,504 
) $ 77,603,568 
Less: 
Provisionfor depreciation . . . §$ 22,588,991 


Net book value of gas plant in Rio de 
Janeiro, transferred to the State of 


Guanabarae’.ee eee 232955195 
Other changes, including net salvage 
On. retirements acme eee 238,184 46,082,368 


$31,521,200 


The $75,074,064 of electric capital additions included both expenditures under 
the 1969 capital budget and expenditures resulting from commitments 
incurred under prior years’ budgets. Total capital expenditures in the preced- 
ing four years were— 


1968 9 > 10,209,000 1966.75.) 2 43,019:000 
1967 3 e203, 000 1965 5 ete, tee 0,94) 


The electric capital budget authorized for 1970 is $74,500,000, all of which 
will be financed from internal sources. 


Unrealized Balance of Assets of Gas Services 


The amount of $26,923,227 represents the book value of the unrealized balance 
of the expropriated assets of the Sao Paulo gas service plus the net book value 
of the gas plant in Rio de Janeiro which was transferred to the State of 
Guanabara on June 1, 1969. Its components are— 


Unrealized balance of SAo Paulo assets. $ 5,970,060 
Net book value of Rio plant . . . $23,255,193 
Less portion financed by the State of 
Guanabara (et) ieee 2,307,558 
$20,947,635 
OthersRiorassetsia- wee 32) 20,953,167 
$26,923,227 


A substantial portion of the $34,389,005 amortization provision accumulated 
prior to 1953 (and described in Note 5 to the Financial Statements) relates to 
the gas plant in Rio de Janeiro. Such portion was deducted from the book 
value of the above assets in arriving at the $9,920,608 of shareholders’ equity 
shown on the previous page as invested in the former gas utilities. 


The indemnities receivable by the Company for its former gas assets have not 
yet been determined but no material net loss on final settlement is anticipated. 


Receivable on Sale of Telephone Utility 
At the end of 1969 $20,264,846 of the $96,315,787 sale price of the telephone 


utility had matured and been paid. The balance of $76,050,941 was carried 
in the Balance Sheet under the following headings: 


Investmentsand otherassets . . . . . . . . . $73,088,594 

Current assets 
Notesdue in’ one year mance ee 1,502,749 
Proceeds ofnotesdiscounted . . . . . . . . 1,459,598 
$76,050,941 
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A secretary with two paintings entered in the Light S.A. art competition; and a 
company teacher and young employees in a commercial class 


The Company is obliged to reinvest in Brazil some $65,000,000 of the 
$96,315,787 sale price over the period from 1966 to 1986. To the end of 1969 
some $7,200,000 had been reinvested or committed for reinvestment in and 


through one of the investment subsidiaries in Brazil. 


Other Investments 


The following table shows the composition of the Other Investments carried 


in the 1968 and 1969 Balance Sheets. 


1969 1968 
Investments outside Brazil 
John Labatt Limited . $21,191,449 $21,191,449 
Other Canadian equities . 11,289,900 8,886,120 
Bonds and debentures 5,648,880 5,998,630 
Other investments . 1,109,334 151365353 
$39,239,563 S37212 592 
Investments in Brazil 
Celanese do Brasil : 3,149,960 3,149,836 
Fabricas Peixe (food processing) PAS ON OAK 43,478 
FNV (heavy equipment 
manufacturing) . 2,615,609 2,190,782 
Other minority positions . : 3,491,360 3,286,136 
Portfolio holdings—listed shares 1,101,165 1,019,360 
$52,164,954 $46,902,144 
Light holdings in State-owned electric 
companies : 4,233,293 4,233,292 


$56,398,247 


$51,135,436 
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Working Capital 


The Statement of Consolidated Source and Application of Funds on page 22 
shows the components of the 1969 increase in working capital of $14,879,340 
which reflects an increase in current assets of $27,066,751 less an increase in 
current liabilities of $12,187,411. 


Capital Stock 


The authorized capital of the Company was altered by Supplementary Letters 
Patent dated June 23, 1969 which confirmed an increase in the total number 
of authorized ordinary shares from 20,000,000 to 30,000,000 as well as the 
creation of 5,000,000 shares of a new class of second preferred shares of the 
par value of Can.$20 each. 


Except for the stock dividend paid in June 1969, the only change in the total 
amount of the issued capital arose through the issue of shares under the stock 
option plan as shown in Note 9. 


Retained Earnings 


Retained earnings increased in 1969 by $31,881,691 from $413,675,191 to 
$445,556,882. This increase corresponds to profits retained in the business 
or used to repay debt, less the amount of retained earnings capitalized in 
respect of the stock dividend paid on June 27, 1969, as follows: 


Reduction in long-term debt (see below) . . . . . $10,382,335 
Increase in long-term debt payable within one year . 1,695,187 
Debtirepayments =) es) ee ee GS 74 
Retained in the business 
In Brazil... a. 2 ee 20,691,497 
Outside: Brazil ge: ene 6,027,544 
$35,406,189 
Stock dividend at $1 per new share issued. . . . . 3,524,498 


$31,881,691 
Minority Interest 


The carrying value of the minority holdings in Light S.A. increased in 1969 by 
$16,242,978. The table below indicates how this increase arose. 


New share subscriptions (chiefly the NCr$55,000,000 


public issue of January, 1969) . . . ee ee eee 264 OLG 
Less instalments unpaid at December 31, 1969 a fs 1,218,930 
$11,628,086 

Minority interest in 1969 profits of Light S.A. . . . 9,180,148 
$20,808,234 

Light dividends paid to minority shareholders . . . 3,685,415 
$17,122,819 

Pxchange and other adjustments meme yee ee 879,841 
$16,242,978 


Long-Term Debt 


Details of the $66,921,672 of outstanding long-term debt at the end of 1969 
are provided on page 23. The total was reduced during the year by $4,031,546 
represented by: 


Transfer of 1970 maturities to current liabilities . . . $10,382,335 
Less new borrowings (including $6,307,798 from USAID) 6,350,789 
$ 4,031,546 
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AND SUBSIDIARY COMPANIES 


STATEMENT OF CONSOLIDATED INCOME 


FOR THE YEARS ENDED DECEMBER 31 
EXPRESSED IN UNITED STATES CURRENCY 


OPERATING REVENUES: 
Electric . 
Gas . 


OPERATING REVENUE DEDUCTIONS: 
Operating expenses . . . 


Income taxes (including withholding taxes) 
(Note 8) . 


Depreciation (Note 3) 
Reversion (Note 3) 


OPERATING INCOME 


OTHER INCOME: 
Interest under telephone sale agreement 
Investment income 
Miscellaneous (net) 


Net INCOME BEFORE INCOME DEDUCTIONS . 


INCOME DEDUCTIONS: 
Interest on long-term debt 
Interest charged to construction—credit 
Reversion interest (Note 3) 


Foreign exchange adjustments (Notes | and 2) 


Equity of minority shareholders . 


Net INCOME FOR YEAR BEFORE EXTRAORDINARY 
ITEMS i ess S 

EXTRAORDINARY ITEMS—credit . 

Net INCOME FOR YEAR 


AVERAGE ORDINARY SHARES OUTSTANDING 


Net INCOME PER ORDINARY SHARE: 
Before extraordinary items 
Extraordinary items 


Net INCOME 


(*) Adjusted for stock dividend paid June 27, 1969 


1969 1968 
$302,801,621  $257,611,809 
4,886,451 12,812,340 
307,688,072 270,424,149 
188,218,328 155,193,222 
22,852,080 21,968,641 
22,588,991 21,425,748 
19,635,402 17,853,926 
253,294,801 216,441,537 
54,393,271 53,982,612 
4,567,107 4,772,032 
12,727,612 9,253,958 
304,162 502,483 
17,598,881 14,528,473 
71,992,152 68,511,085 
4,065,099 4,172,544 
(2,529,504) (1,593,901) 
3,946,875 2,947,595 
(2,730,667) 2,917 
9,180,148 7,428,283 
11,931,951 12,957,438 
60,060,201 55,553,647 
3,631,844 


$ 60,060,201 


$ 59,185,491 


21,150,016 


$2.84 


(see accompanying notes) 


21,080,065(*) 


$2.64 
eld, 


$2.81(*) 
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CONSOLIDATED BALANCE SHEET 


EXPRESSED IN UNITED STATES CURRENCY 


Assets 


FIxeD ASSETS: 
Utility plant in service 
Construction work in progress 
Other physical property 
Total property, plant and equipment at cost 


Less accumulated depreciation (Note 3) 


Unrealized balance of assets of gas services, at 
book value (Note 4) 


Less accumulated amortization (Note 5) 


Rights, franchises, contracts and goodwill . 


INVESTMENTS AND OTHER ASSETS: 
Receivable on sale of telephone utility (Note 6) 


Other investments at cost less amounts written 
off (Note 7) . 


Securities and cash on deposit with trustee under 
trust indentures . 


Sundry assets, including long-term receivables 


Deferred charges 


CURRENT AsSETS: (Note 8) 
Cash 
Short-term investments and deposit receipts 
Government of Brazil obligations 
Accounts receivable 


Materials and supplies at average cost . 


On behalf of the Board: 


J. H. Moore 
N. J. MCKINNON 


Directors 


(see accompanying notes) 
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DECEMBER 31 


1969 1968 
$920,082,697 $899,639,933 
38,527,978 28,302,824 
3,537,284 3,911,805 
962,147,959 931,854,562 
308,743,613 309,971,416 
653,404,346 621,883,146 
26,923,227 5,970,060 
680,327,573 627,853,206 
34,389,005 34,389,005 
645,938,568 593,464,201 
1 1 
645,938,569 593,464,202 
73,088,594 76,050,941 
56,398,247 51,135,436 
5,624,310 5,824,310 
8,604,095 8,766,844 
4,396,934 4,385,968 
148,112,180 146,163,499 
16,476,895 13,469,885 
68,625,829 61,370,774 
44,761,776 40,675,265 
38,067,586 28,618,125 
23,265,861 19,997,147 
191,197,947 164,131,196 
$985,248,696  $903,758,897 


CONSOLIDATED BALANCE SHEET 


EXPRESSED IN UNITED STATES CURRENCY 


Liabilities 
SHAREHOLDERS’ EQUITY: 
Capital (Notes 9 and 10) 


Authorized— 


1,338 6% cumulative convertible prefer- 
ence shares of a par value of Can. 
$100 each (1968—2,970 shares) 


5,000,000 second preferred shares of a par 
value of Can. $20 each 


30,000,000 ordinary shares of no par value 
(1968—20,000,000) 


Issued and outstanding— 
1,338 6% preference shares (1968—2,970 
shares) 


21,170,474 ordinary shares (1968—17,597,598 
shares) 


Retained earnings 


MINORITY INTEREST IN SUBSIDIARY COMPANY . 
CONTRIBUTIONS IN AID OF CONSTRUCTION . 
ACCUMULATED REVERSION (Note 3) 
LONG-TERM DEBT (per attached statement) 


DEFERRED CREDITS 


CURRENT LIABILITIES: 
Accounts payable and accrued charges . 
Income and other taxes payable . 
Long-term debt payable within one year 


Interest and dividends due and accrued 


(see accompanying notes) 


DECEMBER 31 


1969 1968 
$ 133,800 $ 297,000 
190,860,124 186,793,489 
190,993,924 187,090,489 
445,556,882 413,675,191 
636,550,806 600,765,680 
62,926,227 46,683,249 
31,442,797 30,917,193 
95.0715795 71,489,518 
66,921,672 70,953,218 
6,053,650 8,860,701 
41,024,812 35,504,616 
27,168,921 23,154,281 
10,174,471 8,479,284 
7,913,545 6,956,157 
86,281,749 74,094,338 
$985,248,696 $903,758,897 
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STATEMENT OF CONSOLIDATED SOURCE AND APPLICATION OF FUNDS 


FOR THE YEARS ENDED DECEMBER 31 
EXPRESSED IN UNITED STATES CURRENCY 


FUNDS PROVIDED 


Funds provided from operations: 
Net income for year . 
Add (deduct): 
Depreciation 
Reversion 
Interest charged to construction—credit 
Reversion interest . 


Equity of minority shareholders 


Current portion of sale price of telephone utility 
Customers’ contributions in aid of construction 
Long-term borrowings . 

Decrease in sundry assets . 


Share capital issued. 


Increase in holdings of minority shareholders in subsidiary’s capital . 


Funps USED 
Dividends—preference shares . 
—ordinary shares 
Subsidiary dividend paid to minority shareholders . 
Capital expenditures 
Reduction in long-term debt . 
Increase in other investments . 
Decrease in deferred credits 
Miscellaneous changes in various asset and liability accounts 


Increase in working capital 


(see accompanying notes) 


22 


1969 


$ 60,060,201 


1968 


$ 59,185,491 


22,588,991 21,425,748 
19,635,402 17,853,926 
(2,529,504) (1,593,901) 
3,946,875 2,947,595 
9,180,148 7,428,283 
112,882,113 107,247,142 
2,962,347 2,794,667 
2,709,996 4,425,499 
6,350,789 10,848,805 
162,749 976,269 
378,937 682,538 
11,628,086 
137,075,017 126,974,920 
9,686 18,418 
24,644,326 17,559,760 
3,685,415 3,818,354 
75,074,064 70,208,795 
10,382,335 12,682,526 
5,262,811 7,584,739 
2,678,884 3,185,380 
458,156 (1,164,138) 
14,879,340 13,081,086 
$137,075,017  $126,974,920 


STATEMENT OF CONSOLIDATED RETAINED EARNINGS 


FOR THE YEARS ENDED DECEMBER 31 
EXPRESSED IN UNITED STATES CURRENCY 


1969 1968 
BALANCE AT BEGINNING OF YEAR $413,675,191 $372,067,878 
NET INCOME FOR YEAR 60,060,201 59,185,491 
473,735,392 431,253,369 
DEDUCT: > \ sera) op mst 
Dividends: 
Cash 
Preference shares—(Can. $6.00 per share) 9,686 18,418 
Ordinary shares —(U.S. $1.25 per share) 24,644,326 
(U.S. $1.00 per share) 17,559,760 
Stock 
Ordinary shares —(U.S. $0.20 per share) (Note 10) 3,524,498 
28,178,510 17,578,178 
BALANCE AT END OF YEAR $445,556,882 $413,675,191 


STATEMENT OF CONSOLIDATED LONG-TERM DEBT 


EXPRESSED IN UNITED STATES CURRENCY 


Amounts due to International Bank for Reconstruction and Development*— 


DECEMBER 31 


1969 1968 
44% 4%, 4% % and 6% loans, due yan 1970 to 1978 inclusive, 
payable in U.S. funds : : $25,915,302 $31,429,735 
4%,%,4% &% and 6% loans, due semi- a eal 19701 to 1978 ee payable 
in Canadian funds—Can. $10,975,965 10,614,887 12,076,490 
444% and 6% ioans, due semi-annually 1970 to 1978 mere pore in 
sterling £175,520 and French francs 4,730,000 1,517,811 1,794,775 
38,048,000 = 45,301,000 
*The amounts due to International Bank for Reconstruction and Development (secured by 
floating charge) are evidenced by obligations of Light—Servicos de Eletricidade S.A. 
under an Obligors Agreement dated June 9, 1965; by various Loan Agreements; and by 
the following Collateral Trust Bonds of Brascan Limited— 
U.S. Equivalent 
Series A—payable in U.S. funds $25,915,302 
Series B—payable in Canadian funds 10,614,887 
Series C—payable in sterling and French francs . 1,517,811 
Light—Servicos de Eletricidade S.A.: 
United States of America Alliance for Progress 514% loan (secured by 
floating charge), payable in U.S. funds in equal semi-annual instalments 
from January 28, 1970 to July 28, 1984. While the Special Payments Pro- 
cedure is in effect principal and interest are to be paid in cruzeiros at the 
applicable rate prevailing on the due date . : a pe 38,573,676 33,556,200 
Supplier financing, due semi-annually 1970 to 1972 OAR: payable in 
Canadian funds—Can. $508,582 474,467 575,302 
77,096,143 79,432,502 
Less amount payable within one year included under current liabilities . 10,174,471 8,479,284 
$66,921,672 $70,953,218 


Maturities and sinking fund requirements during the next five years are as follows: 


1970—$10,174,471; 1971—$10,380,471; 1972—$10,635,461; 1973—$10,894,645; 1974—$4,785,645. 


(see accompanying notes) 
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Hrascan 


LIMITED 


AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. TRANSLATION OF FOREIGN CURRENCIES 


The Company’s financial statements are expressed in United States currency. Assets and liabilities and revenues and 
expenses in currencies other than U.S. dollars are translated into U.S. funds on the following bases: 


Fixed assets and related accumulated provisions for deprecia- 
tion, amortization and reversion 


Other investments 


The major portion of materials and supplies At the rates of exchange prevailing when transactions 
giving rise to such items occurred; transactions in 
cruzeiros since December 31, 1952 have been trans- 
Contributions in aid of construction lated at free market rates. 


Capital stock 


Long-term debt 


Government of Brazil and other cruzeiro obligations subject 
to monetary correction 


Brazilian currency items (Note 2): 


y Peers oe ar December 31, 1969—at 4.35 cruzeiros to the dollar 
All other assets and liabilities (consisting principally of December 31 1968me ats 83 crucciros to the dollar 


current assets and current liabilities) ; 
Other items: 


At the rates of exchange prevailing at December 31. 


Cruzeiro revenues (other than interest charged to construc- 
tion) and cruzeiro expenses (other than depreciation, 
reversion andreversioninterest). . . . . . . +. + Atthe composite earnings rate determined in the manner 
referred to below. 


Depreciation forthe year . . . . . =. +. +. +. +. At the same rate as that used for the translation of the 
related assets. 


Reversion for the year, interest charged to construction and 


reversion interest. =< =. =» =. . «© | «=. 9 At the’average freemarket rate: 
Revenues and expenses other than those incruzeiros. . . At average monthly rates of exchange for the currencies 
involved. 


Dividends (including dividends to minority holders of shares 
of the electric subsidiary) . 2. . .. . . . . At the rates of exchange prevailing when the dividends 
were payable. 


The composite earnings rate referred to above is the rate resulting from translation into dollars of cruzeiro net income 
as follows: 
Cruzeiros to the dollar 


1969 1968 
(a) In respect of dollars purchased for remittance during the 
year, at the actual rates of exchange at which such dollars 
were purchased; the average of stich rates being sic) esa. sa nina nnn nen eG 33397, 
(b) In respect of the balance of cruzeiro net income, at the 
average free market rate of exchange for the year, Viz...) . ce eee 1 3.470 
The resulting composite earnings rate was. “eee 0G 3.444 
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2. TRANSLATION OF BRAZILIAN CURRENCY ITEMS AT 
DECEMBER 31, 1969 AND 1968 


The system of moving exchange rates, which was 
adopted on August 27, 1968, continued in force through- 
out 1969. Under this system, the exchange rate of 3.83 
cruzeiros to the dollar at December 31, 1968, was 
reduced in stages during 1969 to a rate of 4.35 cruzeiros 
to the dollar on December 18, 1969, which was the rate 
prevailing at December 31, 1969. As indicated in Note 
1, the rates of 4.35 cruzeiros to the dollar at December 
31, 1969 and 3.83 cruzeiros to the dollar at December 31, 
1968 were used to translate “‘All other assets and 
liabilities” in Brazilian currency. Under the system of 
moving exchange rates, further reductions have taken 
place on February 4, 1970 (to 4.41 cruzeiros to the 
dollar) and on March 30, 1970 (to 4.49 cruzeiros to the 
dollar). 


3. ELECTRIC RATES, DEPRECIATION AND REVERSION OF 
FIxeD ASSETS 


New regulations enacted in November, 1964 under the 
Water Code implemented a regime of service at cost for 
electric utilities which became effective as of January 1, 
1965. Since that date a level of allowable remuneration 
has been determined by regulation and earnings in excess 
of this level are to be available only for the purpose of 
meeting deficiencies of earnings or establishing rates in 
subsequent years; conversely, deficiencies of earnings 
are recoverable in future rates. The same regulations 
provide that in the determination of rates and in com- 
puting allowable earnings depreciation may be deducted 
at rates in excess of those used by the companies prior to 
1965, which were based on the expected useful physical 
lives of the assets; the regulations also permit the 
inclusion in rates and the deduction in arriving at allow- 
able earnings of a provision in respect of the ultimate 
reversion of electric properties to the concessionary 
authorities. Such provisions for depreciation and rever- 
sion and the allowed return on capital are based on the 
cruzeiro cost (or depreciated cost) of the investment after 
monetary correction to allow for the decline in the pur- 
chasing power of the cruzeiro. 


Electric operating revenues in 1969, including the 
recovery of the balance of prior years’ excess billings 
which had previously been deposited in official banks 
were NCr$17,523,540 less than the estimated allowable 
level. No allowance has been made in 1969 operating 
revenues for the future recovery of this deficiency since 
its dollar equivalent will depend on the extent of infla- 
tion and future changes in Brazilian exchange rates. 
The electric rates may also be adjusted in future to 
reflect, as from January 1, 1965, the final determination 
by the regulatory authority of the remunerable invest- 
ment. This determination has not yet been completed. 


In 1969, as in 1968, depreciation was provided at the rate 
prescribed by the regulatory authority (approximately 
3% of depreciable plant) to be written and recovered in 
operating revenues. Although the provisions for depre- 
ciation in 1965 and subsequent years, as directed by the 
regulatory authority, have each been in excess of the 
annual amounts that would have been provided on the 
basis (used prior to 1965) of expected useful physical 
lives, the economic usefulness of the electric properties 
to the Company is reduced by the full amount of the 
depreciation provision made in the accounts since future 
rates and allowable earnings must be computed by 
reference to the depreciated value of the plant in service. 


The regulations require that the reversion monies 
generated by the rates be deposited in a special bank 
account and used either to pay the final indemnity upon 
reversion of the properties to the concessionary au- 
thorities or expended in approved expansion programs. 
With the permission of the regulatory authority the 
Company has withdrawn substantially all of the rever- 
sion monies to date and invested them in plant expansion. 


Interest at 6% per annum on reversion monies invested 
in plant must also be deposited in the special reversion 
bank account subject to the same provisions for with- 
drawal for plant expansion. The charge of $3,946,875 
(1968— $2,947,595) in the statement of consolidated 
income represents the interest for the year 1969. 


4. UNREALIZED BALANCE OF ASSETS OF GAS SERVICES 


This represents the unrealized balance of the expro- 
priated assets of the Sao Paulo gas service and the net 
book value of the gas plant in Rio de Janeiro which was 
transferred to the State of Guanabara on June 1, 1969. 


The indemnities receivable for these assets have not yet 
been determined, but no material net loss on final 
settlement is anticipated. 


5. ACCUMULATED AMORTIZATION 


This provision, accumulated prior to 1953, may be re- 
quired to cover the undepreciated cost of certain 
properties upon their reversion at varying dates up to 
1990 under the terms of some of the concessions of Light 
—Servicos de Eletricidade S.A. and Sociedade Anénima 
do Gas do Rio de Janeiro. 


6. RECEIVABLE ON SALE OF TELEPHONE UTILITY 


This amount with interest at 6% is receivable in equal 
quarterly instalments from April 1, 1971 to January 1, 
1986 under an agreement dated March 26, 1966 whereby 
the Company’s telephone utility was sold to an agency 
of the Federal Government of Brazil. Payments under 
the agreement carry the guarantee of that Government. 
The Company is obligated to re-invest 75°% of this 
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amount in other enterprises in Brazil over the term of 
the agreement. The amounts receivable within one year 
under this agreement are included under current assets. 


7. OTHER INVESTMENTS 


These investments include marketable securities of 
$38,022,850 (1968— $35,910,463) with a quoted market 
value of $78,632,757 (1968— $59,213,074). 


Subsequent to the year-end (February 20, 1970), the 
Company acquired 810,400 common shares of John 
Labatt Limited at a cost of $22,655,329. 


8. EXCHANGE REGULATIONS AND REMITTANCES 


Remittances from Brazil are subject to the exchange 
regulations of that country. Working capital includes a 
net balance of approximately $48 million at December 
31, 1969 ($41 million at December 31, 1968) in Brazil, 
the transfer of which is subject to such regulations. 
Interest and dividend payments from subsidiaries are 
subject to withholding taxes. Full provision has been 
made as at December 31, 1969 for withholding taxes on 
interest and on 1969 subsidiary earnings to the extent 
that distribution of such earnings is anticipated by way 
of dividend payments in 1970. 


9, STOCK OPTIONS 


During 1965 the Company reserved 500,000 of its un- 
issued ordinary shares for the purpose of granting to 
officers and employees of the Company and its sub- 
sidiaries options to purchase shares of the Company at 
the market price in Canadian funds on the date each 
option is granted. All of the options granted to date 
have been exercised as indicated in the following table: 


Option price, Exercised 


year of grantand No.of Dec. 31, Decals 
year of expiry Shares 1968 1969 1969 


$ 6.88 and $7.00 


1965-1975.... 258,000 245,500 12,500 258,000 
$12.875 
1967-1977.... 76,000 51,000 25,000 76,000 


334,000* 296,500 37,500 334,000 


*Includes 82,000 shares in 1965 and 15,000 shares in 1967 
optioned to officers of the Company. 


10. SHARE CAPITAL AND NAME CHANGE 


During 1969 the Company obtained Supplementary 
Letters Patent increasing its authorized share capital by 
the creation of an additional 10,000,000 ordinary shares 
of no par value and 5,000,000 second preferred shares of 
a par value of Can. $20.00 each and changing its name 
from Brazilian Light and Power Company Limited to 
Brascan Limited. During the year the Company issued 
3,524,498 ordinary shares as a 20% stock dividend on 
its ordinary shares, 37,500 ordinary shares upon the 
exercise of stock options and 10,880 ordinary shares 
upon the conversion of 1,632 preference shares. Re- 
tained earnings of $3,524,498, representing $1 per new 
share issued, were capitalized with respect to the stock 
dividend. 


11. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


Remuneration paid by the Company and its subsidiaries 
to the Company’s directors, including directors holding 
salaried employment as officers, totalled $612,109 in 
1969. Remuneration paid to other senior officers 
totalled $107,763. 
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To the Shareholders of 
Brascan Limited 


CANADA 


AUDITORS' REPORT 


We have examined the consolidated balance sheet of Brascan Limited and its 
subsidiaries as at December 31, 1969 and the statements of consolidated income, 


retained earnings and source and application of funds for the year then ended. Our 
examination included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary in 
the circumstances. 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at December 31, 1969 and the results of their 
operations and the source and application of their funds for the year then ended, 
in accordance with generally accepted accounting principles applied on a basis 


consistent with that of the preceding year. 


Toronto, Canada 
Pwoyestil ¥6>. IRAQ) 
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Chartered Accountants. 


LIGHT—SERVICOS DE ELETRICIDADE S.A. 


Directors 


ANTONIO GALLOTTI, President 


J. J. MARQUES FILHO, Vice-President 


Ruy BESSONE P. CORREA 


JOsE RUBEM FONSECA 


J. S. FREITAS 


ALEXANDRE H. LEAL 


M. H. MACKENZIE 


J. S. MONTEIRO 


ANTONIO DE ALMEIDA NEVES 


ALBERTO DO AMARAL OSORIO 


A. A. DE AZEVEDO SODRE 


R. E. SPENCE 


OTHER SUBSIDIARY COMPANIES IN BRAZIL 


EMPRESA TECNICA DE ORGANIZACAO E PARTICIPACOES S.A. 


ORGANIZAGAO E EMPREENDIMENTOS GERAIS S.A. 


BANCO BRASCAN DE INVESTIMENTO S.A. (a subsidiary of 


Emprésa Técnica de Organizagio e Participagdes S.A.) 


ANTONIO GALLOoTTI — President 
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OPERATING STATISTICS OF LIGHT—SERVICOS DE ELETRICIDADE S.A. 


Kilowatt-hours sold (millions) 
Residential 
Commercial 
Industrial 
Public utilities and others 
Total 
Customers 
Employees 
Capacity of generating plants (kw) 


Transmission lines (miles of circuit) 


Distribution network 
Lines (miles of wire) . 


Transformer capacity (kva thousands) . 


Annual Meeting 


Transfer Agents 
First National City Bank 


Registrars 


Bankers Trust Company 


Associated Companies 


1969 1968 
3,882 3,504 
2,827 2,554 
8,090 7,209 
2,081 2,062 

16,880 155329 

2,846,602 2,662,376 

24,549 23,449 

Pi WA ee! 2230 
PUI) 2,668 
1325350 121,406 
3,564 3,190 


National Trust Company, Limited . 


Canadian Imperial Bank of Commerce 


Canadian-Brazilian Services Limited 


American-Brazilian Suppliers, Inc. . 


28 


1967 1966 
3,145 2,862 
2,266 2,149 
6,262 6,131 
L972 1,655 

13,645 125797 

255 3);309 2,403,078 
22,949 Dl See 
2,147,813 2,146,823 
2,650 2,534 
113,178 110,184 
2,846 2,504 


1965 


2,642 
2,032 
5,313 
1,654 
11,641 
2,289,025 
195319 
2,146,823 


2,504 


105,021 


2,285 


The Annual Meeting of the Shareholders will be held at the Royal York Hotel, Toronto on Tuesday, 
June 2, 1970 at 11 o’clock in the morning. 


Toronto, Montreal and Vancouver 


New York 


Toronto, Montreal and Vancouver 


New York 


Toronto and London 


New York 
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BRASCAN LIMITED anpsvussipiary CoMPANIES — 


Statement of Estimated Consolidated Income 


FOR THE SIX MONTHS ENDED JUNE 30 


(Subject to year-end audit and adjustment) 


OPERATING REVENUES: 
Electric . 
Gas . 


OPERATING REVENUE DEDUCTIONS: 


Operating expenses . . . 
Income taxes (including withh 
Depreciation and reversion . 


OPERATING INCOME . 


OTHER INCOME: 


Interest under telephone sale agreement 


Investment income 


Net INCOME BEFORE INCOME DEDUCTIONS 


INCOME DEDUCTIONS: 
Interest on long-term debt 


Foreign exchange adjustments 
Equity of minority shareholders 


Net INCOME BEFORE EXTRAORDINARY ITEMS . 


EXTRAORDINARY ITEMS—credit . 


NET INCOME FOR PERIOD . : 


AVERAGE ORDINARY SHARES OUTSTANDING (*) 


Net INCOME PER ORDINARY SHARE: 


Before extraordinary items 
Extraordinary items 


(*) Adjusted for stock dividend paid June 27, 1969 


First First 
Six Months Six Months 
1969 1968 


(U.S. dollars—thousands) 


$142,632 $125,451 
53039 6,800 
147,671 13220 


90,054 <— 75,918 
11,369 <—- 10,830 
21,636 <—— 20,388 
123,059 107,136 


24,612 25,115 
2,283 2,386 

6,204 ¢— 4,498 

| 8,487 6,884 
| 33,099 31,999 
2,024 2,050 

(762) 2,797 

3,954 3,407 

| 5,216 8,254 
A 27,883 23,745 
= 3,247 


$ 27,883 S 20,992 


| got 215132547952 10520532 
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BRASCAN LIMITED anpsvasiprary compantirs 


Statement of Estimated Source and Application of Funds 


FOR THE SIX MONTHS ENDED JUNE 30 


(Subject to year-end audit and adjustment) 


First First 
Six Months Six Months 
1969 1968 | 


(U.S. dollars—thousands) 
FUNDS PROVIDED 


Funds provided from operations: 
INetincOMme ton period Hy. 2. 2 0. 6 = « ieee $27,883 $26,992 


Provisions deducted in arriving at net income: 


Depreciationiand reversion 55 40). . ee 21,636 20,388 
Equity of minority shareholders . . . . . . 3,954 3,407 
53,473 50,787 

Current portion of sale price of telephone utility. . . . 1,460 au, 
Customers’ contributions in aid of construction . . . . 1,348 WS 
IFonS-CekinnDOMrOwIngs, ue 1. 9s ke) ae eee, Ue SS Soe) 
SaoecicapitalisSUCd emmehy es rece nesta oe 5 eee ay) 503 

Increase in holdings of minority shareholders in subsidiary’s 
Coit rE SOE RR OON eat Se ae. 2,556 — 
63,068 Se SiAl 
FunpDs UseD 

Dividends—-preterence shares 9. 5 4 5 + = = }aee 6 10 
S-OLdilaryesnares 4) ep een ce (eee Nee 14,090 8,769 
Subsidiary’s dividends paid to minority shareholders. . 3,685 3,818 
Gapitabexpendcitures! a0. ls . cs wee ae ee 30,712 33,640 
ReGucionimione-termm debt) "05.8. aes lees LOS WP 
Imerease in otherinvestments ~~ > = = = = «© Woe SAS 6,107 
act Case MES ULyASSCLS meaty as) nbs ste 1,667 145 
Decrease in deferred credits . . 2 . . =. =. . 9} % 1,890 D125 
Miscellaneous changes in various asset and liability accounts . NET AA (718) 
Increase (decrease) in working capital . . . . . . . 869 (2,697) 


BRASCAN LIMITED 25 King Street West, Toronto, Canada 


To the Shareholders 


Your Directors submit herewith the statements of estimated 
consolidated income and source and application of funds 
for the six months ended June 30, 1969, with comparative 
figures for the previous year. These are expressed in terms 
of United States currency and are subject to year-end audit 
and adjustment. 


Net income for the first half of 1969 is estimated at 
$27,883,000, compared with $26,992,000 (including 
$3,247,000 of non-recurring income) in the previous year. 
After adjusting the number of shares outstanding for the 
20°% stock dividend paid June 27, 1969, net income per 
share was $1.32 in first half 1969 compared with $1.28 
(including $0.15 of non-recurring income) in first half 1968. 


Brazil adopted a system of moving exchange rates in August, 
1968, when the value of the currency was fixed at 3.65 
cruzeiros to the U.S. dollar. Since that date the rate has 
shifted slightly eight times in a regular pattern to the cur- 
rent value of 4.15 cruzeiros to the U.S. dollar. Under the 
formula consistently followed by the Company this resulted 
in the translation of net income generated in cruzeiros 
during the six months ended June 30, 1969 at 3.961 cruzeiros 
to the dollar. The corresponding figure for the first six 
months of 1968 was 3.22 cruzeiros. For the whole year 1968 
net income generated in cruzeiros was translated at 3.44 
cruzeiros to the dollar. 


Notwithstanding sales of 8,285,420,500 kwh (11.9% higher 
than sales of first half 1968) and despite the inclusion in 
operating revenues of the applicable portion of prior years’ 


excess earnings which are being returned to the Company 
by the regulatory authorities over the year 1969, the “‘cost”’ 
of electric service in the first half of 1969 was_ not fully re- 
covered in rates. The main reason for this was the fact that 

€ increase to compensate for the impact of 1968 
inflation on depreciation, reversion and remuneration did 
not come into force until July 1, 1969. A further con- 


tributing factor was low water levels, which made it neces- 
sary to purchase larger quantities of power than were 
ing the rates in force 


provided for in fixi i . (Net energy pur- 

chases represented 45°% of the load during the six-month 

period, compared with 33° in the same period of 1968.) 
Se oe 


Considerable progress was made during the period under 
review by the Government commissions responsible for 
definitive determination of the electric rate base or re- 
munerable investment. 


Net income for the first six months of 1969 includes an 
operating loss of some $318,000 suffered by the gas service 
in Rio de Janeiro during the five months preceding the 
transfer of the service to the State on June 1, 1969. No 
material loss on transfer of the related assets is ‘anticipated, 
and no provision for such loss has been made. ~~ 

~ ee ee a 


The increase in investment income earned in the first half of 
1969 over that earned in the same period of 1968 reflects 
primarily the improvement in the rate of return on short- 
term investments. No OT oa 
made during the period e increase of $3,275,000 in 
other (i.e. non-utility) investments shown in the funds state- 
ment reflects the investment of $1,240,000 in the food pro- 
cessing operation in Brazil controlled by the Company and 
a net increase of some $2,000,000 in portfolio holdings of 
marketable securities. 


Foreign exchange adjustments shown by the income state- 
ment improved from a loss of $2,797,000 in the first half of 
1968 to a profit of $762,000 in the corresponding period of 
1969. This reflects in part the adoption in August, 1968 of 
the moving exchange rate system which results in the dis- 
tribution of exchange losses throughout the various items 
of the income account. Exchange profits on cruzeiro 
transactions, resulting from the translation procedures 
followed, account for the balance of the improvement. 


Shareholders are already aware of the public offering, made 
last January, of 55,000,000 shares of the Company’s electric 
subsidiary in Brazil. The offering was subscribed in full and 
the funds statement reflects the receipt of $2,556,000 repre- 
senting the equivalent of subscription instalments paid in 
to June 30, 1969. The balance of the approximately 
$14,000,000 subscribed is payable over the second half of 
the year. 


Capital expenditures recorded during the first six months of 
1969 amounted to $30,712,000, as shown by the funds state- 
ment. Actual expenditures made and commitments in- 
curred during the same period under the $70,222,000 
authorized 1969 capital budget covering expansion of the 
Company’s electric transmission and distribution systems 
amounted to $37,000,000. 
Three cash dividends and a 20% stock dividend were de- 
clared on the ordinary shares of the Company during the 
period under review. The cash SNC ANES totalled U.S. 
$14,090,000 paid as follows: 
April 30, 1969—regular—25¢ per share....... $ 4,395,700 
June 27, 1969—extra—25¢ per share......... 4,405,625 
July 31, 1969—regular—25¢ per share on shares 
outstanding after stock dividend paid June 


27, 1969 ccc. 15 ute eee 5,288,675 
$14,090,000 
September 3, 1969 pte 


